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Other Events.

Exhibits 99.1 and 99.2, attached hereto, are hereby incorporated by reference. The pro forma
unaudited combined statements of income of Pepco Holdings, Inc. (“PHI”) for the year ended
December 31, 2001 and the three months ended M arch 31, 2002 included in Exhibits 99.1 and 99.2,
respectively, amend and restate the pro forma unaudited combined statements of income for the
same periods filed by PHI on June 7, 2002 to reflect (i) apro formadecrease in interest income
related to the use of cash to fund the merger in which Potomac Electric Power Company and
Conectiv will become subsidiaries of PHI (the“Merger”), (ii) apro formaincreasein interest
expense related to the incurrence of debt in connection with the funding of the Merger, and (iii) a
pro formadecrease in income tax expense due to increased tax benefits resulting from the
foregoing pro forma adjustments.

Additionally, Pepco Holdings, Inc., Pepco, and Conectiv are in the process of assessing the
provisions of the recent pronouncement issued by the Emerging Issues Task Force ("EITF")
entitled EITF 02-03 " Accounting for Contracts Involved in Energy Trading and Risk
Management Activities." EITF 02-03 addresses the presentation of revenue and expense
associated with "energy trading book™ contracts on agrossvs. net basis. Previously the EITF
concluded that gross presentation was acceptable, but with the issuance of EITF 02-03 and the
subsequent guidance provided by the EITF in June 2002, net presentation isrequired. EITF 02-
03 isrequired to be implemented effective for the third quarter 2002 reporting cycle. Previously,
both Pepco and Conectiv classified these contracts on a gross basis. Pepco and Conectiv have
not compl eted their evaluations of the magnitude of their financial statement reclassifications;
however, Pepco and Conectiv believe that while the implementation of EITF 02-03 will result in
the reclassification of certain of their financial statement lineitems, there will be no impact on
their overall financial position or results of operations.

Financial Statements and Exhibits.

(c) Exhibits
Exhibit No. Description of Exhibit Reference
9.1 Unaudited pro forma Pepco Holdings, Inc. Filed herewith.

combined financial statements for the year
ended December 31, 2001
99.2 Unaudited pro forma Pepco Holdings, Inc. Filed herewith.
combined financial statements for the three
months ended March 31, 2002.
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